
Il-iis ,xlicy is presented tc, c h i  C i t y  Ccurcil after t'ie books Lye closed 
to  en&%? staff to obtair! cextain L e n c h a k  rzkes of retlm for the 
&iscal f y e x  1987-88. 
indicates these csmpar&J e Scncha rk  ra tes .  

Page 3 of the attached investment @icy 

There is  m? adCiticnal ;inves;F-it instrument requested for approval 
that has no t  been on izevioiisiy adcpted investment pol ic ies -  
cn Page 1 m d  is described as "i9lr,ney &kirk& F'uI~F." This m e s k r e n t  
instnxxent was authorized 3y the Stcrte IAyisiature ir: Jamaq-, I987 
m d e r  Government Ccde Section 53600. 
- W s  *&t focal agencies invest i n  only purchase t h s e  ins+-ts 
t h a t  already e x i s t  Unrler Governrent Ct. '(3 Section 53600 arid dre the sarm 
mes the  City of Lodi has invested i? since our investment p l i c y  was 
abpted  irl lS84. The r e s t r i c t Z r , x  cC Govmtent Code 53600 Anqsrdtiq 
JXKXXY m r k e t  funds are: 

T3is is 

The Irsnagers of nmey imarket 

1. TYi mney mtrrket fund nust  attaii- the highest  r-g o r  the 
fiicjnest letter m d  numerical r a t i n g  providd by not  less L3xm 
ttx, of the three largest rdt ing services. 

Hme an i n v e s m t  advisor iqistered w i t h  the S e a x i t i e s  and 
mchmge Conmission w i t h  not less than five years exprier,ce 
invest-hg i n  the securities and obligat ions as au+dxXi-ized by 
Government C&e Section 53600, Subdi,visicn (A) tc~ @I) 
w i t h  assets d e r  management i n  excess of f i v e  hundred 
n i l l i on  dollars ($500,000,000) . 
Purchase price of shares shal l  m t  include r x m n i s s ~ ~  arAd 
sha l l  not  exceed f i f t e e n  percent of the local agency's 
surplus lmney. 

2.  

3 .  

fippmval is rg;ested to invest in acthorizcd mney market fkds. 

RWSS 

Attachments 
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E W E I T  A 

The fcllcwirq iritnmal coiitrol guidelines mil segrcqatio:i of 
r e s i p n s i b i l i t f e s  of Treasurer functicns have been canpiled bli the 
Califm-mia t?micipal Tr?asuers Asscxiation, i n  cwperaticn with +&.e 
CalifoLrnia Xmicipal Finance Officers  Association &?d the  County 
'IYeasurers Association, 

0 m r . m  or" l3ma CONTROL, 

systms establ.isked by 'he m i a g m m t ' s  object ive of ensuring, as f a r  AS 

pract icable:  

in t e rna l  control is the plan of orgznization anc? a l l  the  re la ted  

. L le  orderly and efficient cmduct  of its business, including 

. the safeguarding of xsets . t!ae prevmtion or detection of errors and fraud 

. f.5e accuracy and cmpleteriess of "Lhe accountbig records . the tkwly preparation of reliable f inanc ia l  information. 

a a e r e n c e  t,o mnager,wt pl icies 

LIE.ITTATIWS OF IXI'ELXW CORX'ROL 

g u a r z t e e  the achievemnt of m a g e n t ' s  objectives. 
can provide only reasonable assurance t i a t  the object ives are met, because 
of its inherent limitatia1s, including: 

KO interrial control system, however el&rate, can by itself 
Jnternal  control  

. managerent's u s a l  requiremnt t!!at a contro l  I=e 
cost- effect ive . the direct ion of mst controls a t  recurring, rather thm 
unusual, types of tran,sactions . humn error due to  misunderstanding, carelessness,  fa t igue  or 
d i s t r ac t ion  . potential fo r  collusion t h a t  c i r c m e n t s  con t ro l s  d e p r d e n t  
upon segregation of functions . potential for a person responsible fo r  exerc is ing  control  
&using that responsib i l i ty ;  a member of management is 
frequently _in a posi t ion  to override controls which 
management has set up. 

- I -  



'ce assigned a id  l i n e s  of authori ty axid reprtirq cle,zirly idw-t i f ied  and 
understocd. 

2 * PErsoP2~el 
Perscxel should have capabilities ccsr;men,si?rate with their 

respr;sibilities .. 
the c p a i i t y  mi! quantity of s u m - i s i o n  are thus iqxx-tant. 

Fersorwel se lec t ion and t r a k i n g  p l ic ies  t q e t h e r  with 

3. S q r g a t i o n  of Functions 
Sqregat ion of incmpatible functions reduces the r i s k  that 

a :erson is  i n  a position both t o  perpetrate zx? conceal e r ro r s  or fraud 
in CQE corn1 caurse of duty. I f  t s , ~  parts of a transaction are hmdled 
b: 5if ferw. t  p p l e ,  collusicn is aecessary to conceal errors o r  fraud. 
i n  pdrtimlar, the functions "Ltiat should be considered when evaluating 
sqrregation of -5mctioris are authorization, execution, recording, c u s t d y  
of assets m d  p r f o m i n g  reconcil iat ions.  

4 .  Authorization 
All transactions should be a u t h o r i z d  by XI appropriate 

respnsible individual. 
should be c lea r ly  delineated. 
specific transaction or  granting general author i ty  f o r  t ransactions should 
bc i n  a p x i t i o n  camensurate with the nature and siFificaice of &he 
transactions. Delegation of zuthor i ty  t o  authorize transactions should be 
handled very carefully. 

The r e s p n s i b i l i t i e s  and limiss of authorization 
The in6ividual  or group authorizing a 

5. C o n t r o l s  mer an Accounting System 
Controls over m accaunting s y s t G  include the procedures, 

both manual m-d D P ,  carried out indepndentfy to  ascertain t h a t  recorded 
transactions are ccmplete, va l id ,  authorized and properly recorded. 

6 .  Safeguard-ing of A s s e t s  and Records 
Controls shcjuld be in place to prevent and de tec t  loss, 

t h e f t  or deteriorat ion of assets, 
to prevent the  loss or destruction of records and documentation. 
controls would involve cus todia l  controls  which are designed to prevent or 
de tec t  unauthorized access to or use of assets and records and 

determine whether recorded assets exist and are properly recorded i n  
accordance w i t h  generally accepted accountkg pr incipals  (G.A.A.P.). 

I n  addition, safeguards are necessary 
These 

accountabil i ty controls which ccmpare accounting records to asse, +S to  

7. - Management 
These are the  cxmtrols exercised by managetnmt including 

day- today supsrvision , 'overall supervisory controls ,  &magement review of 
s igni f icant  trahsactions , macjemPJlt review of accounts and canparison 
thereof ta buctgets, managenlent review of the adequacy of in te rna l  control  
and the  in te rna l  audit  function. 



Pmction Respxsibil i ty 

1. 

2. 

3. 

4 .  

Authorizaticn of investilxn.t 
+z&?sactions : 

(. F o m i  investment F l i c y  
should be 
- p r e p 4  by. ...................... nzasurer  

- s u h i t t e i i  to ......................C ~ t y  Ccmcil 

. Inveskerit wansactions 
shorild be approved by ............... ?lreasu;^er 

Execution of investmnt Assistant Firace Director ;2\9 
trmsactions : ........................ .Revenue/Col? ecLLion3 Techicim 

T k l y  recording of 
inves tmnt  t rmsac t l  1 ons : 

- Recordkg of investment 
transactiom in the 
Treasurer' s records. ............... .Finance DepJ1-tment Secretarl 

transactions in the 
accounting records .................. Senior Account Clerk 

. Recording of investnent 

Verification of investment, 
i.e., match broker 
confirmation t o  *Beasurer's 
r ~ ~ s .  .............................. ~ ~ ~ s ~ e ~  

- 3 -  
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Responsi-bi l i t y  - -- -Function 

5. Safeguarding of Assets a d  
Records I 

. Reconciliation of 
Treasurer's records to 
the Accoun King records .............. P i n a c e  Eepar txent  Secret&?? 

Treaslsrer ' s recorus to 
bar& s + d t 2 ? n t s  ;ind 
safekeeping records . . . . . . . . . . . . . . . . .Rev~ue/Collections Technician 

r ~ e i v  ed..- . . . . . . . . . . . .-- . . . . . . . . . . .Re'Jetio~s Technician 

. l i eanc i l i a t ion  of 

. Recording i n t e r e s t  

. R2viEw of: (a) f inancia l  i n s t i t u t i o n ' s  
f inancia l  conditri-on. ............... .Treasurer 
(5)  safety,  l iqu id i ty  and 
p t e n t i a l  yields of investment 
i~strments......-.............*....~easuE?r 
and (c) reputation and f inancia l  
corrdition of investxer! t 
Brakers/kalers.--.......-..........=eas:xer 

collateral shocld be 
perfonred. ......................... Treasure;- 

. Fericdic reviews of 

6 .  Pmgement 's  periodic review 
of t h e  investment p r t f o l i o  
as prepared by the Treasurer 
- key areas id-ich should k e  
reviewed are investment 
types, purchase price, 
market values, m t i i t y  
dates and investmew yields 
as wll as conformance to 
stated inves-t plicy,.............In&pendent Auditors 

7. To achieve the objectives sf i n t e r n a l  COnt-01, the Treasurer may 
delEate or transfer any of i-he sbove responsibilities except those 
of Ci ty  Council. 
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This statment is  hter.Zed t o  provide WFc'elL. ~ n e s  isr 
investmnt of t?e C i t y ' s  temprary idle cash under the Prudent Irlan Rule. (1) 

Ob j ective 

mnitor  and fcrecast cqxnditures and revenues, thus enablirq -the C i t y  t o  
ir.vest f u n d s  to &&e fu l l e s t  extent possible. 
the highest yield obtainable as long as investmnts meet the criteria for 
safety and liCjui6ity. 

The  city'^ cash nanagement system is designed to accurately 

The City strives to obtain 

Policv 
T k  C i t y  maintains a p l e d  cash concept for investment 

purpses. 
in each k%d, 

Interest earnings are allocated according to average daily cash 

Invzstrwnts may k m+ in Sk rollowing ir ls tnments  as al!Lcv.& 
under current legislaticn of the State of California ( a v e m n t  Cd,e 
Section 53600 et seq . ) .  

. Securities of the U. S. C a m m m e r , t ,  State of Cali2ornj.a 
or Local Agencies 

. Lccal Agency Investnent Ftmd (State Pool! 

. Certificates of &posit (time deposits) 

. Negotiable Certificates 05 &psits 

. B&n!!ers Acceptances 

. Ccmwrcial Paper 

. Money Market Funds 

* 8epurchase Agreewnts  (collateralized by U.S. Tresury 

. Passbook Savings Accour,-t 

. O t h e r  that are, or my becane, legal investments through 
the State of California &vemwnt Code and wit! prior 
approval of the City Council 

securities) 

11) Civil  code Section 2261, e t  seq. states i n  part , ",..in investing for 
the beyefit of another, a trustee shall exercise the judgment and care, 
under the ckcumstances then preirailirq, which m n  05 prudence, discretion 
and intelligence exercise i n  the managant of their own affairs." 

- 1 -  
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Cri ter ia  fcr Selecting I n v e s t m n t s  ( i n  order of pr ior i ty)  

1. Safety 

potential  loss of pr inc ipd ,  interest  o r  a canbination of these munts .  
The f i r s t  !.eve1 of r i s k  contwl  is found in stz te  1z.w Phich restricts the 
particular type of investrrent prmissible  for  municipalities. The second 
level of r i s k  control is reduction of default r i sk  by investing in 
ir,si:rments &hat appea l  upon exmiration,  t o  be the ,wst credi t  ~ m r t h y -  

Safety and r i s k  associated with an  investment refers to tli? 

The third level of r i s k  c m t r o l  is rduc t ion  of m k e t  r i c k  by i n v e s t i q  
L?  instnments t5at  have rraturities coinciding w i t h  dates of disbursement, 
thereby eliminating r i sk  of loss frclir. a forced sale. 

The City of M i  only invests i n  these i r s t rments  that are considered 
very safe. 

2. Liquidity 

w i t h  a rr;i.ninaal r i s k  of losiiicf s m  portion of p r i n c i p l  o r  iztcrest. 
Maturities of tire cer t i f ica tes  issued by h ? s  and szivings F loan 
cmpanies are seh: t& i n  anticipation of disbursmmt needs. 
Gr t5e t o t a l  s.mmt invested w i t h  the Local Ag?.ncy InvesWnt  Fund can iX 
withdram i n  a 24-hox period. 

i iquidi ty  refers  t o  the ab i l i t y  to easi ly  "cash in" at any t i r e  

port ions of 

3.  Yield 

and is also d e s c r i w  as the rate of return. 
the highest yield possible when selecting an i n v e s m t  provided the 
criteria for safety and l iquidi ty  are met. 

Policy Constraints 

self hpx.ed constraixts. 
corporate hnds.  
specifically authorized by Council, 
t o  assure prudent nv;naqment. 

Safekeepin 

repwchase agreements fscm brokers, broker/dealers or banks, are 
transferrcd to  the city's designated hnk. 
sends to  the C i t y  a mmtkly  statement of what is  being safekept which 
sha l l  be reconciled m0;lthly with the City 's  records. 

Yield is the potential  6olla.r earnings an invesaen t  can provide 
The C i t y  attempts to obtain 

The City operates its investxait program w i t h  m y  state and 
It does not speculate, purchase stccks o r  

It 6 m s  not deal in reverse repurchase agreements unless 
The p r t f o l i o  is carefully monitored 

%J. sccxities f.hat may be purchased, incliiding collateral from 

The City 's  designated bank 
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1 nvestment Controls 
The City has d e v e l o m  a Syste i  of In ternal  Investment Controls 

s-d a Seqregatiofl of Respons ib i l i t i e s  of Investment LPuD.ctions (Exhibit A) 
in order to assure an z d q i a t e  system of internal ccntrol  over the  
investment function. 

A Finance Department Invesknent Camnittee has k e n  developed to ensure 
con+Jols are i n  order and prudent investment proce6ures are fo3.lcx~ed. 
Nembers  of the  C a m i t t e e  are as ,follows: 

r"inznce Director/Treasuer 

Assistart Finance Director 

Rever-ue/Collections TecFlniciw ard 

Invesh.e?t R e p o r t s  

POliCj to  the City Council for +heir approval. Monthly, t h e  Treasurer 
s h a l l  suhnit a report to the City  Counc i l  and City Mmager showing the 
type of invesbrent, h s t i t c t i o n ,  da te  of m a t u r i t y ,  m a n t  of deposit,  
market value of ail securities with a maturity of over h e l v e  mrrths, rate 
of in te res t ,  specify i r ~  d e t a i l  each investroent, mile in  repurchase 
aqeements a id  ot ler  scch c7ata as my be required by the C i t y .  

Investment kddi t 
Annuxly, there s h ~ l l  be an extemal aud i t  of the Ci ty ' s  

invesbnent p r q r m  to assure cql iance  with investment pliq and 
controls .  

Annually, the Treasurer w i l l  suhit a Statement of Imestfnent 

Investment P?r fomance Em lua t i o n  

of rate of re-. 
of re turn  and Tdi's m p - r i ; o n ,  are as follows: 

Per formw-ce evaluation should include certain &nchnark ineasures 
E e n c b k s  used for 1987-88, with average market rate 

1987-88 Psrerage Y i e l d  - Benchmark Measures 

9O-day- U.S. Treasury B i l l s  5.95% 

Federal Fund Rate 6.37% 

Merrill Lynch Ready A s s e t  
(Money Market Fund) 

6.45% 

Local Agency Investrent  Fund 7.77% 

C i t y  of mi 7 * 1€3 
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RESOLUTION NO. 88-128 

A RESGLUTIGN ADOPTING A N  ANNUAL STATEMENT OF INVESTi4ENT 
POLICY A N D  INTERNAL CONTROL GUIDELINES 

WHEREAS, legislat ion enacted by the Legislature o f  the Sta te  o f  
California requires the a d o p t i o n  by c i t i e s  o f  a n  aqnua?  investinent 
polTcy; and  

a program of interna? c o n t r o i s  by which the C i t y ' s  investment program 
shall be adrnjnistered; 

NOW, T H E R E F O R E ,  BE I T  RESOLVED t h a t  the Ci ty  Council of the  City 
o f  Lodi hereby adopts an Investment Policy, attached hereto as Exhibit 
A and incorporated herein by reference; 

FURTHER, RESOLVED,  t h a t  the City Council of the City of Lodi  
hereby a d o p t s  Internal Control Guidelines, attached hereto a s  Exhibft 6 
and incorporated herein by reference. 

Dated: September 7 ,  1988 

W E R E A S ,  the City Council of  the City o f  Lodi v;ishes t o  implement 

I hereby cer t i fy  t h a t  Resolution No. 88-228 was passed and  
adopted by the City Council o f  the City of Lodi i n  a regular 
meeting held September 7 ,  1988 by the following yote: 

Ayes : Council Members - Hinchman, Olson, Reid, Snider a n d  
P i n ker t on (Yay o r  ) 

Noes : Council Hembers - None 

Absent: Council Members - None 

Alice M. Rernichu 
City C?erk 
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punx>SC 

This statmen-c is  mtmded t o  provide cpideliiies for  the 
kTv7estmn+ of the C i V l ' s  tmgzrary i d l e  cash uder the Prudent M a n  FtuLe. (1) 

Cjbjective 

n-onitor aiid forecast eqxnditures and revermes, thrzs enahling tile City t o  
invest funds to the fu l les t  extent possible. 
the highest yield &tair?able as long as invesLwnts met th~t  c r i t e r i a  fo r  
safe ty  and l icpidity.  

Policy 

pwpses. 
i n  each Furad. 

--L-_ 

The City's cash m a g e m s t  system is desigzed to accurately 

The City strives to obtain 

The C i t y  mk'tab s a pooled cash concept for investxent 
In te res t  earnings are allocated acord ing  to  average daily cash 

Investmats may be mde i n  the following insLrments as allmed 
under current  I q i s l a t i o n  of the Stzte  of Califor-ilia (Governnerrt C d e  
Section 53600 et sq.) . 

. Securities of the U. S. m v e m n t ,  St&+& of California 
or Local Agmcies 

. Local Agp-llcy Investmat Fund i S t a t e  pocll) 

. Certif icates of ljeposit (time deposits) 

. N e g o t i a b l e  Certif icates of &posits 

. Bankers Acceptmces 

C m r c i a . l  Paper 

. Money W k e t  Funds 

. Repurchase A g r e e m e n t s  (collateralized by U.S. Treasury 

. Passhook Savings Account  

. O t h e r  +hat ax, or may b, legal invesiments through 
the State of California G o v e n n t  Code arid w i t h  pr ior  
approval of the City Council 

securities) 

(1) Civil Cc<e Secf5on 2261, e t  seq, states in  part , ' I . .  ,in investing 50,- 
the benefit of another, a trustee shall exercise the judgment ax2 care, 
under the circumstances then prevailing, which men of prudence, discretion 
and in te l l igmce  ewrcise i n  the management of their own affairs." 



- Cri te r i a  f i x  Selectinq Investments ( i n  order of priority) 

1. Safety 

p t e n t i a l  loss of p r i n c i p l ,  iqterest or  a axhination of these anx>u;lts. 
T k  first level or‘ r i s k  control is F G W ~  i n  s-te law which restricts the 
prticu1a.r tm of invesWnt  WimLssible f o r  nmiciplities. ?3e second 
level of r i s k  control .is reduction of defaul t  r i s k  by investing i n  
instm..r!ts t h a t  appar, upon exzmi.~ation, to be the rrost c r e d i t  :mrthy. 

The thin2 level of r i s k  control is reduction of market r i s k  by investicq 
i n  i n s inmEnt s  tchat have mtur - i t i e s  coinciding w i t h  dates of disbarsesneiit, 
thereby elinunating r i s k  cf loss f m  a forced sal-e. 

-- 
Safety End r i s k  associate6 with an investment refers t o  the 

Tne City of Lodi only invests  i n  these F n s t n m e n t s  +&at are ccnsitiered 
- q s a k e  

2.  Liquidity 

w i t h  a m i n i i i I  risk of losing some p r t i a n  of p r inc ipa l  or i n t e r e s t .  
-%atmities of t k  c e r t i f i c a t e s  issued by banks and savings & loan 
c c n p n i e s  are selected i n  anticipation of disbursement needs. 
or the totaf amount invested w i t h  the f s a l  A g m q  Investment Fund can k 
withdrawn i n  a 24-hour period. 

Liquidity refers to the a b i l i t y  to e z s i l y  ”cash ii?” a t  an); t k  

Fortiens of 

3. Yield 

and is also described as the rate cf return. 
the  highest y ie ld  possible when se lec t ing an investmait provided the 
criteria for safe ty  and l iqu id i ty  are m t .  

Yie’;d is the potential dollar earnings an investTcent can provide 
The C i t y  attmpts t o  ob tah  

Policy Constraints 

self imposed constraints.  
mrprate bonds. 
spec i f i ca l ly  authorized by Council, 
to assure prudent r tmagmt .  

!t’he C i t y  operates its invesixwlt program w i t h  inany stczcte arid 
It does not spcculate, purchase stocks or 

It does not deal ia reverse repurchase agreements unless 
The portfolio is cat-efsllr. rrcnitored 

repurchase a c j r e e n t s  fram broke&, bkker /dea le r s  or b$;ks, are 
transferred to the C i t y ’ s  designated bank. 
sefids to the City a monthly statarmt of  what is being safekept w h i c h  
s h a l l  be reconciled mnthly with the C i t y ’ s  r d s .  

The Ci ty ’s  designated bank 
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A Finance Departrwnt Izvestment Cca;Pnittec-_ has k e n  developeii to erisure 
controls are iii crder arid prucknt investment proceckxes are followed. 
X w k e r s  of the C a m i t t e  are as foilms: 

F'i nmce D i r e c t c r / T r e a s u r e r  

Assiseat Finance Director 

Rmenue/Collecticns Tee-hician and 

Depar tment  Secretary 

Invesbrent P e p r t s  

Policy to the C i t y  C o u n c i l  for their aFproval. Monthly, the Treasurer 
shall sutmi t  a report ta the City C o a - i c i i  arid City lmager shcwiny the 
tyge of &vestment, institution, date of ma tu i t y ,  arrQunt of deposit, 
nark& value of all securities w i t h  a maturity of over twlve mi,!2tS, rate 
of interest, specify ir detai l  each investment .made in repurchase 
agr-,ts and other zdch data as  ray be required by the C i t y .  

Annually, t5e Treasurer w i l l  s ~ h a i t  a S t a t m , t  ~f Investment 

Investinmt A u d i t  
knua l ly ,  "here sftall he an external  audi t  of the City's 

Inveskent Perfcrmance E;va!..Qation 
Performance evalustion shwid  include certain benchmark measures 

of rate of rctixn. 
of return and Mi's canparison, are as follmis: 

Benchmarks used for 1987-88, with average market rate 

Benchnark Measures 1987-88 Average Yield 

9O-day U.S.  Treasury R i l l s  5 - 95% 
Federal Fund Rate 

Merrill Lynch -Ready Asset 
(Money Market E'und) 

6.87% 

6.45% 
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The following interr,al control guidefir,es w.d segregation of 
responsibilities of Treasurer furcticzs have bem cmpiled by the 
California t ~ c i p a l  Treasurers Association, i n  cmpxation w i t h  the 
California ?4unicipal Finance Officers Associat.ion a d  the County 
measurers Association, 

0BTEL"TWi OF JXI'ERNAL CONTROL 

systerns established by the manageiiqt's objective cf ensuring, as fa r  as 
Fracticable: 

Internal control  is the plan of orqanization m d  all the related 

. the orderly CM e f f i c i e n t  coxduct of its business, including 

- the safeguarding of assets . "he prevention 01- cktect ion of errors and fraud . the acoxacy and ccsrpleteness of the  accounting records 
I the timely preparation of reliable fLmncial information. 

adkrence  to managerent -mlicies 

LfM?T\.TfONS OF I"& CONTIEOL. 

guarantee the achievement of m;tnagen#.nt's objectives. 
car provize only r=mmb1e ass-a-zii-~ce t"la'i the objectives are mt, because 
cf i b  infierent lhnitat ions,  incl?ldiq:  

No in te rna l  control  system, however elaborzte, can by itself 
In te rna l  control 

. naanagerr?ent's usmf requirement t h a t  a contrcl be 
cost-effective . the direc t ion of most controls  a t  rwur r ing ,  rather +& 

unusual, types of transactions . human enor  due to mi3understanGing, carelessness, fat igue or 
dis t rac t ion . potential for collusion that circmwents con+zols dependent 
u p n  segregation of functions . pter?tial for a person respnsible for exercising control 
at;usirq that responsibil i ty;  a rwnber of fimqement is 
frequently in  a posi t ion to override controls which 
nmagment has set up. 



an mqanization can satis& the object ives of in te rna l  control. 
eltYvt'nts are: 

6 e  

1. Oryanization 
Spcif ic  resFonsibil i ty fo r  the perfomaxe of du t i es  should 

be assignee! and l i n e s  of zut-hority ax? r e p r t i q  clezrly i deq t i i i d -  m d  
~xdc-rstccd.  

3 .  Scqrqat ion of Functions 
Segrept ion oE ixxxtptible fur.ctions reduces irhe r i s k  +bat 

a p22-son is i n  a p3sitic;n both to prpt ra te  a i d  cc,Yeai errors or frmd 
i~ the ~ o m 1  course of dxty. I f  t w c  parts of a t r a s a c t i o n  axe handled 
by 6if:'erent people, collusion is necessary to  conc=l. errors or fraud. 
In p r t i cu ia r ,  the fur,ctions +&?it should he cmzsidezed whm evaluating 
seyega t ion  of functions are authorization, executiol;., rezorciing, custody 
of assets and performing r e c m c i l i a t i c n s  . 

4 Authorization 
All tr iulsactions should k authorized by em appropriate 

reqwnsible  individual, 
should be d e a r l y  delineated. 
spec i f i c  transaction or granting general autimrity for tzansactions should 
be in a posit ion c m s u r a t e  w i t h  the niiture and signif icance of the 
transactions. Deiegation of authori ty to au tho r i ze  t rarszct ions  should be 
harx3leG very carefully. 

The r e s p n s i b i l i t i e s  and limits of authoriza"&on 
The ir?divid.aal or gmup autherizing a 

5.  COIltrOlS over ELn Accsunting Systur. 
Coritrols over can accounting system k l c d e  -the prcxxdures, 

b t h  manual md EDP, carried out  independently *LO ascertaix uiat rzcorded 
transactions are ccBnplete, valid, a u t h c r i z d  and p r o p u l y  recorded. 

6. Safeguarding of Assets - and Records 
Controls shozfd be in piace to p r e v a t  and detect loss, 

theft or cieterioration of assets. In  addition, safeguards are necessary 
to  prevent "he loss or destruction of records and &-tation. 
controls .muld involve custodial controls  which are designed to prevent or 
detect *Jnauthorized access to or use  of assets a d  recards antf 
accountability controls w h i c h  cmgare account% m r d s  1-0 a s s e t s  tG 
determine whether recorded assets exist and ere pr-rly recorded i n  
amrdance w i t h  generally accepted accounting pr incipals  (G.A.A.P.). 

"hesf: 

7. Management 
These are the controls exercised by ranagcment including 

day-to-day supervision, overall supervisory controls, mamgement review of 
significant. transactions, managanent review of acccxlnts and canparison 
thereof to budgets, management review of the zdequacy of in te rna l  control  
and t h e  in te rna l  m d i t  function. 

- 2 -  



1. 

2. 

3 .  

4 ,  

Aithorizaticn cf imes tnen t  
c rasac t iors  : J.. 

. F o m i  invesken t  policy 
should fx 
- prepred by ....................... Treasurer 

- sdmittcd to , . . . . . . . , . . . . . , , , . . - . .~~~y Cclw.cil 

. Inves-brwit transactions 
shmfd 5e approved by ............... T,rF.ac~er 

Execution of iztvestrru3nt Assisfznt 'Finance D i r e c t o r  AND 
trJn~ctions: ......................... ~~venue/Collect~ons Technicizn 

Timely recording of 
-5nvestmat transactions : 

. Recording of investment 
transactioris in the 
Treasurer's recards ................. Finance Departrent Secretary 

transactions in the 
accounting r ~ r d s  .................. ~ i o r  A c c u m t  Clerk 

. kcording of investment 

Verificatioii of investmnt , 
i.e., match broker 
coniinmtion Treasurer's 
records ............................... Treaswer 



5. Saftquarding of &sets a d  
2Scrds  : 

- Reconciliation of 
Treasurer's recorc?s to 
the kXmJ.ntirJg reccriis. ............. Finance De_pxamt Secretaxy 

. Reconciliation of 
T r ~ ~ u r e r ' s  records to 
bank r";tvnents arid 
safeltrping records ................. ~ v ~ u ~ / ~ ~ ~ l ~ ~ o n s  Technician 

. Recording interest 
received. ........................... Iieventie/Collecctions ?'echiiician 

. Review of: (a )  firancia1 i n s t i t u t i on ' s  
financial coridition. ............... -Treasurer 
(b) szifety, liquidity and 
p t e n t i a l  yields of inv2strnent 
ins t rmi- twts .  ....................... .Treasurer 
and (c) reputation a d  financial 
ccrrdition of investmeqt 
Brokers/Cealc-?rs ..................... ~ e ~ s ~ e ~  

. F'ericdic reviews of 
collateral should be 
psrfoxmd.. ....................... .Trezsurer 

6 .  !Jlanagernent's periodic review 
of the investment portfolio 
as prepred by the Treasuer  
- key areas which should be 
review& are investrent 
t p s ,  pxchase price, 
m r k e t  values, mturity 
dates and investment yields 
as h e l l  as conformance to 
stated investment pol i  cy...........,.. I ~ e p e n d e n t  Auditors 

To achieve the objectives of internal control, the Treasxrer my 
delegate or transfer any of the Fhve responsibi l i t ies  except those 
of C i t y  Council. 

7 ,  
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